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SUBJECT: BANK OPERATIONS IN DEVELOPING MEMBER COUNTRIES 
IN SOUTH PACIFIC 

SUMMARY: ADB MANAGEMENT HAS PREPARED FOR CONSIDERATION 
BY BOARD OF DIRECTORS WORKING PAPER WHICH EXPLORES WAYS 
AND MEANS OF MAKING BANK ASSISTANCE TO DEVELOPING MEMBER 
COUNTRIES (DMCS) IN SOUTH PACIFIC AREA MORE EFFECTIVE AND 
EXPEDITIOUS. DOCUMENT MAKES PROPOSALS FOR CERTAIN ADAPTA- 
TION IN BANK'S POLICIES AND PROCEDURES TO BETTER MEET 
SPECIAL NEEDS THESE COUNTRIES. END SUMMARY. 

1. ADB DOC WORKING PAPER 8-74 ABOVE SUBJECT POUCHED AUG 

6 AND SCHEDULED FOR BOARD CONSIDERATION ON OR ABOUT SEPT. 5. 

2. WORKING PAPER IS ATTEMPT BY BANK TO REVIEW ITS 
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ACTIVITIES IN AND APPROACH TO PROVIDING DEVELOPMENT 
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ASSISTANCE TO DMCS OF ADB IN SOUTH PACIFIC (BRITISH SOLO- 
MON ISLANDS PROTECTORATE, FIJI, GILBERT AND ELLICE 
ISLANDS, PAPUA NEW GUINEA, TONGA AND WESTERN SAMOA). DOC 
NOTES CERTAIN COMMON CHARACTERISTICS OF COUNTRIES (I. E„ 

SMALL SIZE OF ECONOMY, DISTORTED INCOME DISTRIBUTION, 
GEOGRAPHIC REMOTENESS, DEPENDENCE ON ONE OR TWO PRIMARY 
COMMODITIES, COMMUNAL LAND TENURE AND SOCIAL 
CHARACTERISTICS) WHICH MAY JUSTIFY SPECIAL BANK PRACTICES. 

3. WORKING PAPER CONCLUDES THERE IS GENERAL NEED TO ADJUST, 

AS FAR AS PRACTICABLE, BANK'S POLICIES, PROCEDURES AND 
PRACTICES TO SUIT SPECIFIC REQUIREMENTS OF THESE DMCS, 

AND TO CONTINUE TO EMPHASIZE TECHNICAL ASSISTANCE (TA), 

BOTH FOR PROJECT PREPARATION AND ADVISORY PURPOSES, SO AS TO 
IMPROVE THEIR ABSORPTIVE CAPACITY FOR EXTERNAL ASSISTANCE 
AND STRENGTHEN THEIR ADMINISTRATIVE MACHINERY FOR ECONOMIC 
DEVELOPMENT. SPECIFICALLY, PAPER SUGGESTS THAT FOLLOWING 
APPROACHES BE ADOPTED OR CONTINUED FOR THESE DMCS: 

A. ASSISTANCE, WHERE POSSIBLE, IN DEAWUNG UP ECONOMIC 
DEVELOPMENT PLANS; 

B. ESTABLISHMENT AND STRENGTHENING OF NATIONAL 
DEVELOPMENT BANKS IN COMPREHENSIVE MANNER; 

C. FLEXIBILITY TOWARDS FINANCING SMALL PROJECTS WITHOUT 
LIMITING AMOUNT OF INDIVIDUAL LOAN TO CERTAIN MINIMUM, 

WITH POSSIBILITY SUBSEQUENTLY OF "PACKAGE" APPROACH FOR 
SMALL LOANS. 

4. TO MAKE BANK OPERATIONS LEAST BURDENSOME AND AS EXPE- 
DITIOUS AS POSSIBLE FOR THESE DMCS WITH THEIR SMALL 
PROJECTS, WORKING PAPER SUGGESTS THAT SIMPLIFIED PROCEDURES 
WOULD BE APPROPRIATE WHEREVER POSSIBLE TO MINIMIZE 
PROCUREMENT DIFFICULTIES AND TO REDUCE TIME AND COST IN- 
VOLVED. POSSIBILITIES INCLUDE WAUS TO EXPEDITE BANK 
APPROVAL OF BIDDING DOCUMENTS, SPECIAL INTERNATIONAL 
SHOPPING PROCEDURES, AND ASSIGNMENT OF SMALL CIVIL WORKS 
CONTRACTS TO SUITABLE LOCAL ENTITIES WHERE IT IS EVIDENT 
FOREIGN CONTRACTORS MAY NOT BE INTERESTED. 
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5. FINALLY, DOCUMENT OBSERVES THAT ARRANGEMENTS MIGHT BE 
WORKED OUT FOR BANK TO PLAY ROLE OF CATALYST TO BRING ABOUT 
INTER-COUNTRY COOPERATION WHILE SUGGESTING THAT BANK SHOULD 
MAKE SOME EFFORT TO INITIATE EXCHANGE OF INFORMATION ON 
PROGRAMS AND PROJECTS IN THESE DMCS AND ON AMOUNTS, TERMS 
AND PRIORITIES OF AID FROM AID-GIVING COUNTRIES AND AGENCIES. 

6. USADB FIND WORKING PAPER TO BE PROMISING FIRST EFFORT 
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BY BANK IN REASSESSING ITS RELATIONS WITH SOUTH PACIFIC 
MEMBER COUNTRIES AS SPECIAL INTEREST GROUP. SOME 
SUGGESTIONS IN PROPOSED POLICY PAPER. PARTICULARLY THOSE 
RELATED TO PROCUREMENT, NEED ADDITIONAL CLARIFICATION. 

WOULD APPRECIATE ANY COMMENTS PRIOR TO BOARD CONSIDERATION. 

SULLIVAN 
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